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SECOND SUBSTI TUTE SENATE BI LL 5930

State of WAshi ngt on 60t h Legi sl ature 2007 Regul ar Session

By Senate Commttee on Ways & Means (originally sponsored by Senators
Kei ser, Kohl-Wlles, Shin and Rasnussen; by request of Governor
G egoire)

READ FI RST TI ME 03/ 05/ 07.

AN ACT Relating to providing high quality, affordable health care
to Washi ngtoni ans based on the recommendations of the blue ribbon
commi ssion on health care costs and access; anending RCW 7.70. 060,
41.05. 220, 48.41.110, 48.41.160, 48.41.200, 48.41.037, 48.41.100,
48. 43. 005, 48.41.190, 41.05.075, and 41.05.540; adding a new section to
chapter 74.09 RCW addi ng new sections to chapter 43.70 RCW addi ng new
sections to chapter 41.05 RCW adding a new section to chapter 48.20
RCW adding a new section to chapter 48.21 RCW adding a new section to
chapter 48.44 RCW adding a new section to chapter 48.46 RCW creating
new sections; providing an effective date; providing an expiration
date; and declaring an energency.

BE | T ENACTED BY THE LEGQ SLATURE OF THE STATE OF WASHI NGTON:
USE STATE PURCHASI NG TO | MPROVE HEALTH CARE QUALI TY

NEW SECTION. Sec. 1. The health care authority and the depart nent

of social and health services shall, by Septenber 1, 2007, develop a

five-year plan to change reinbursenment within state purchased health
care prograns to:
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(1) Reward quality health outcones rather than sinply paying for
the receipt of particular services or procedures;

(2) Pay for care that reflects patient preference and is of proven
val ue;

(3) Require the use of evidence-based standards of care where
avai |l abl e;

(4) Tie provider rate increases to neasurable inprovenents in
access to quality care;

(5) Direct enrollees to quality care systens;

(6) Better support primary care and provide a nedical hone to al
enrol | ees; and

(7) Pay for e-mail consultations, telenedicine, and telehealth
where doing so reduces the overall cost of care.

The plan shall identify any existing barriers and opportunities to
support inplenentation, including needed changes to state or federa
law and be submtted to the governor and the |egislature upon
conpl eti on.

NEW SECTION. Sec. 2. The legislature finds that unwarranted

variations in health care, variations not explained by illness, patient
preference, or the dictates of evidence-based nedicine, are a
significant feature of health care in Wshington state. There is

growi ng evidence that, for preference-sensitive care involving elective
surgery, the quality of patient-practitioner comunicati on about the
benefits, harms, and uncertainty of avail able treatnent options can be
i nproved by introducing high-quality decision aids that encourage
shared decision naking. The international patient decision aid
standards col |l aboration, a network of over one hundred researchers,
practitioners, patients, and policy nmakers from fourteen countries

have devel oped standards for constructing high-quality decision aids.
The |l egislature declares an intent to focus on inproving the quality of
patient-practitioner comunication and on increasing the extent to
whi ch patients make genuinely informed, preference-based treatnent
deci sions. Random zed clinical trial evidence indicates that effective
use of well designed decision aids is likely to inprove the quality of
pati ent decision nmaking, reduce unwarranted variations in health care,
and result in lower health care costs overall. Despite this grow ng
body of evidence, w despread use of decision aids has yet to occur.
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Barriers include: (1) Lack of awareness of existing, appropriate,
hi gh-quality decision aids; (2) poor accessibility to such decision
aids; (3) low practitioner acceptance of decision aids in terns of
conpatibility with their practice, ease of wuse, and expense to
incorporate into practice; (4) lack of incentives for use, such as
reduced liability and rei nbursenent for their use; and (5) lack of a
process to certify that a decision aid neets the standards required of
a high-quality decision aid. The | egislature intends to pronote new
public/private coll aborative efforts to broaden the devel opnent, use,
eval uation, and certification of effective decision aids and intends to
support the collaborative through providing new recognition of the
shared deci si on-maki ng process and patient decision aids in the state's
laws on inforned consent. The legislature also intends to establish a
process for certifying that a given decision aid neets the standards
required for a high-quality decision aid.

NEW SECTION. Sec. 3. The state health care authority shall work
in collaboration with the health professions and quality inprovenent
communities to increase awareness of appropriate, high-quality decision
aids, and to train physicians and other practitioners in their use.
The effort shall focus on one or nore of the preference-sensitive
conditions wwth high rates of unwarranted variation in Washi ngton, and
can include strategies such as prom nent |inkage to such decision aids
in state web sites, and training/ awareness prograns in conjunction with

professional and quality inprovenent groups. The state health care
authority shall, in consultation with the national conmmttee for
quality assurance, identify a certification process for patient

deci sion aids. The state health care authority may accept donations or
grants to support such efforts.

NEW SECTION. Sec. 4. The state health care authority shall work
with contracting health carriers and health care providers, and a
nonproprietary public interest research group and/or university-based
research group, to inplenent practical and usable nodels to denonstrate
shared decision making in everyday clinical practice. The
denonstrations shall be conducted at one or nore nultispecialty group
practice sites providing state purchased health care in the state of
Washi ngton, and may include other practice sites providing state
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purchased health care. The denonstrations nust include the follow ng
el ements: Incorporation into clinical practice of one or nore decision
aids for one or nore identified preference-sensitive care areas
conbined with ongoing training and support of involved practitioners
and practice teans, preferably at sites with necessary supportive
health information technol ogy. The evaluation nust include the
follow ng elements: (1) A conparison between the denonstration sites
and, if appropriate, between the denonstration sites and a contro
group, of the inpact of the shared deci sion-making process enploying
the decision aids on: The use of preference-sensitive health care
services; and associated costs saved and/or expended; and (2) an
assessnent of patient know edge of the relevant health care choices,
benefits, harns, and uncertainties; concordance between patient val ues
and care received; and satisfaction with the decision-naking process
and their health outconmes by patients and invol ved physicians and ot her
health care practitioners. The health care authority may solicit and
accept funding to support the denonstration and eval uati on.

Sec. 5. RCW 7.70.060 and 1975-'76 2nd ex.s. ¢ 56 s 11 are each
amended to read as foll ows:

(1) If a patient while legally conpetent, or his or her
representative if he or she is not conpetent, signs a consent form
which sets forth the followng, the signed consent form shal
constitute prima facie evidence that the patient gave his or her
infornmed consent to the treatnent adm ni stered and the patient has the
burden of rebutting this by a preponderance of the evidence:

((5)) (a) A description, in |anguage the patient could reasonably
be expected to understand, of:

(((2))) (i) The nature and character of the proposed treatnent;

((b)y)) (ii) The anticipated results of the proposed treatnent;

((€e)y)) (@(ii) The recognized possible alternative fornms of
treatnent; and

((€))) (iv) The recogni zed serious possible risks, conplications,
and anticipated benefits involved in the treatnent and in the
recogni zed possible alternative fornms of treatnent, i ncl udi ng
nont r eat ment ;

((2)) (b) O as an alternative, a statenent that the patient

2SSB 5930 p. 4
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elects not to be informed of the elenents set forth in (a) of this
subsection (({H—ef—this—seetion)).

(2) 1If a patient while legally conpetent, or his or her
representative if he or she is not conpetent, signs an acknow edgenent
of shared decision nmaking as described in subsection (3) of this
section, such acknow edgenent shall constitute prim facie evidence
that the patient gave his or her inforned consent to the treatnent
adm ni stered and the patient has the burden of rebutting this by clear
and convincing evidence. An acknow edgenent of shared deci si on neki ng
shal | incl ude:

(a) A statenent that the patient, or his or her representative, and
the health care provider have engaged in shared decision nmaking as an
alternative neans of neeting the inforned consent requirenents set
forth by laws, accreditation standards, and other nandates;

(b) A brief description of the services that the patient and
provider jointly have agreed will be furnished;

(c) A brief description of the patient decision aid or aids that
have been used by the patient and provider to address the needs for (i)
hi gh-quality, up-to-date information about the condition, including
risk and benefits of available options and, if appropriate, a
di scussion of the limts of scientific know edge about outcones; (ii)
values clarification to help patients sort out their values and
preferences; and (iii) gquidance or coaching in deliberation, designed
to inprove the patient's involvenent in the decision process;

(d) A statenent that the patient or his or her representative
understands: The risk or seriousness of the disease or condition to be
prevented or treated; the available treatnent alternatives, including
nontreatnment; and the risks, benefits, and uncertainties of the
treatnent alternatives, including nontreatnent; and

(e) A statenent certifying that the patient or his or her
representative has had the opportunity to ask the provider questions,
and to have any questions answered to the patient's satisfaction, and
indicating the patient's intent to receive the identified services.

(3) "Shared decision nmaking" neans a process in which the physician
or other health care practitioner discusses with the patient or his or
her representative the infornmation specified in subsection (1)(a) of
this section, with or without the use of a patient decision aid, and

the patient shares with the provider such rel evant personal information
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as mght nake one treatnent or side effect nore or less tolerable than
ot hers. The goal of shared decision nmaking is for the patient and
physician or other health care practitioner to feel they appropriately
understand the nature of the procedure, the risks and benefits, as well
as the individual values and preferences that influence the treatnent
deci sion, such that both are willing to sign a statenent acknow edgi hg
that they have engaged in shared decision making and setting forth the
agreed treatnent to be furnished.

(4) "Patient decision aid" neans a witten, audio-visual, or online
tool that provides a balanced presentation of the condition and
treatnent options, benefits, and harns, including, if appropriate, a
di scussion of the limts of scientific know edge about outcones, and
that is certified by one or nore national certifying organi zations
approved by the health care authority. In order to be an approved
national certifying organization, an organization nust use a rigorous
evaluation process to assure that decision aids are conpetently
devel oped, provide a balanced presentation of treatnent options,
benefits, and harns, and are efficacious at inproving decision naking.

(5) Failure to use a formor to engage in shared deci sion naking,
with or without the use of a patient decision aid, shall not be
adm ssi ble as evidence of failure to obtain infornmed consent. There
shall be no liability, civil or otherwise, resulting froma health care
provider choosing either the signed consent form set forth in
subsection (1)(a) of this section or the signed acknow edgenent of
shared decision neking as set forth in subsection (2) of this section.

PREVENTI ON AND MANAGEMENT OF CHRONI C | LLNESS

NEW SECTION. Sec. 6. A new section is added to chapter 74.09 RCW
to read as foll ows:

(1) The departnent of social and health services, in collaboration
with the departnent of health, shall:

(a) Design and inplenent nedical hones for its aged, blind, and
di sabled clients in conjunction with chronic care managenent prograns
to i nprove health outcones, access, and cost-effectiveness. Prograns
must be evi dence based, facilitating the use of information technol ogy
to inprove quality of care, and nust inprove coordination of primary,
acute, and long-term care for those clients with multiple chronic

2SSB 5930 p. 6
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condi ti ons. The departnent shall consider expansion of existing
medi cal home and chronic care managenent prograns and build on the
Washi ngton state collaborative initiative. The departnment shall use
best practices in identifying those clients best served under a chronic
care managenent nodel using predictive nodeling through clains or other
health risk information; and

(b) Contract for a study of chronic care managenent, to include
evaluation of current efforts in the health and recovery services
admnistration and the aging and disability services adm nistration
conparison to best practices, and recommendations for future efforts
and organi zational structure to inprove chronic care nanagenent.

(2) For purposes of this section:

(a) "Medical hone" neans a site of care that provides conprehensive
preventive and coordinated care centered on the patient needs and
assures high quality, accessible, and efficient care.

(b) "Chronic care managenent" neans the departnent's programthat
provi des care nmanagenent and coordination activities for medical
assistance clients determned to be at risk for high nedical costs
"Chronic care nmnanagenent” provides education and training and/or
coordination that assist program participants in inproving self-
managenent skills to inprove health outconmes and reduce nedi cal costs
by educating clients to better utilize services.

NEW SECTION. Sec. 7. A new section is added to chapter 43.70 RCW
to read as foll ows:

(1) The departnent shall conduct a program of training and
techni cal assistance regarding care of people with chronic conditions
for providers of primary care. The program shall enphasi ze evi dence-
based high quality preventive and chronic di sease care. The depart nent
may desi gnate one or nore chronic conditions to be the subject of the
program

(2) The training and techni cal assistance programshall include the
foll ow ng el enents:

(a) dinical information systens and sharing and organi zation of
patient data;

(b) Decision support to pronote evidence-based care;

(c) dinical delivery system design;

(d) Support for patients nmanaging their own conditions; and
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(e) ldentification and wuse of community resources that are
available in the community for patients and their famlies.

(3) In selecting primary care providers to participate in the
program the departnent shall consider the nunber and type of patients
with chronic conditions the provider serves, and the provider's
participation in the nedicaid and nedi care prograns.

COST AND QUALI TY | NFORMVATI ON FOR CONSUMERS AND PROVI DERS

NEW SECTION. Sec. 8. A new section is added to chapter 41.05 RCW
to read as foll ows:

The Washington state quality forum is established within the
authority. The forum shall collaborate with the Puget Sound health
all'iance and ot her |ocal organizations and shall:

(1) Collect and dissem nate research regarding health care quality,
evi dence- based nedi ci ne, and patient safety to pronote best practices,
in collaboration with the technology assessnent program and the
prescription drug program

(2) Coordinate the collection of health care quality data anong
state health care purchasi ng agenci es;

(3) Adopt a set of neasures to evaluate and conpare health care
cost and quality and provider performance;

(4) ldentify and dissemnate information regarding variations in
clinical practice patterns across the state; and

(5) Produce an annual quality report detailing clinical practice
patterns identified to purchasers, providers, insurers, and policy
makers.

NEW SECTION. Sec. 9. A new section is added to chapter 41.05 RCW
to read as foll ows:

(1) The admnistrator shall design and pilot a consuner-centric
health information infrastructure and the first health record banks
that will facilitate the secure exchange of health information when and
where needed and shall:

(a) Conplete the plan of initial inplenentation, including but not
limted to determning the technical infrastructure for health record
banks and the account | ocator service, setting criteria and standards

2SSB 5930 p. 8
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for health record banks, and determ ning oversight of health record
banks;

(b) Inplement the first health record banks in pilot sites as
fundi ng al |l ows;

(c) Involve health care consuners in nmeaningful ways in design,
i npl enentation, oversight, and dissemnation of information on the
health record bank system and

(d) Pronote adoption of electronic nedical records through
continuation of the Washington health information collaborative, and by
working with private payors and other organizations in restructuring
rei mbursenment to provide incentives for providers to adopt electronic
medi cal records in their practices.

(2) The admnistrator my establish an advisory board, a
st akehol der conm ttee, and subconmmttees to assist in carrying out the
duties under this section. The adm nistrator may reappoint health
information infrastructure advisory board nenbers to assure continuity
and shall appoint any additional representatives that nmay be required
for their expertise and experience.

(a) The admnistrator shall appoint the chair of the advisory
board, chairs, and cochairs of the stakeholder commttee, if forned,

(b) Meetings of the board, commttee, and any advisory group are
subject to chapter 42.30 RCW the open public neetings act, including
RCW 42.30.110(1)(!), which authorizes an executive session during a
regular or special neeting to consider proprietary or confidential
nonpubl i shed i nformation; and

(c) The nenbers of the conmttee and any advi sory group:

(1) Shall agree to the ternms and conditions inposed by the
admnistrator regarding conflicts of interest as a condition of
appoi nt ment ;

(ti) Are imune from civil Iliability for any official acts
performed in good faith as nenbers of the commttee; and

(ti1) My be compensated for participation in the work of the
commttee in accordance with a personal services contract to be
executed after appointnent and before commencenent of activities
related to the work of the board.

(3) The admi nistrator nmay work with public and private entities to
devel op and encourage the use of personal health records which are
portabl e, interoperable, secure, and respectful of patients' privacy.

p. 9 2SSB 5930
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(4) The admnistrator my enter into contracts to isSsue,
di stribute, and adm nister grants that are necessary or proper to carry
out this section.

REDUCI NG UNNECESSARY EMERGENCY ROOM USE

Sec. 10. RCW 41.05.220 and 1998 c¢c 245 s 38 are each anended to
read as foll ows:

(1) State general funds appropriated to the departnment of health
for the purposes of funding conmunity health centers to provide primary
heal th and dental care services, mgrant health services, and nmaternity
health care services shall be transferred to the state health care
authority. Any related adm nistrative funds expended by the departnent
of health for this purpose shall also be transferred to the health care
aut hority. The health care authority shall exclusively expend these
funds through contracts wth comunity health centers to provide
primary health and dental care services, mgrant health services, and
maternity health care services. The admnistrator of the health care
authority shall establish requirenments necessary to assure comrunity
health centers provide quality health <care services that are
appropriate and effective and are delivered in a cost-efficient manner.
The adm nistrator shall further assure that comunity health centers
have appropriate referral arrangenments for acute care and nedical
specialty services not provided by the conmunity health centers.

(2) The authority, in consultation with the departnment of health,
shall work with community and mgrant health clinics and other
provi ders of care to underserved popul ations, to ensure that the nunber
of peopl e of col or and underserved people receiving access to nanaged
care i s expanded in proportion to need, based upon denographi c data.

(3) In contracting with conmmunity health centers to provide prinary
health and dental services, mgrant health services, and maternity
health care services under subsection (1) of this section the authority
shall give priority to those conmmunity health centers working wth
| ocal hospitals, local comunity health collaboratives, and/or |oca
health jurisdictions to successfully reduce unnecessary energency room

use.
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NEW SECTION. Sec. 11. The Washington state health care authority
and the departnent of social and health services shall report to the
| egi sl ature by Decenber 1, 2007, on recent trends in unnecessary
energency roomuse by enrollees in state purchased health care prograns
and the uninsured, and then partner with comrunity organi zati ons and
| ocal health care providers to design a denonstration pilot to reduce
such unnecessary visits.

REDUCE HEALTH CARE ADM NI STRATI VE COSTS

NEW SECTION. Sec. 12. By Septenber 1, 2007, the insurance
conmm ssi oner shall provide a report to the governor and the |egislature
that identifies the key contributors to health care admnistrative
costs and eval uates opportunities to reduce them including suggested
changes to state law. The report shall be conpleted in collaboration
wWith health care providers, carriers, state health purchasi ng agenci es,
t he Washi ngton heal thcare forum and other interested parties.

COVERACGE FOR DEPENDENTS TO AGE TVENTY- FI VE

NEW SECTION. Sec. 13. A new section is added to chapter 41.05 RCW
to read as foll ows:

(1) Any plan offered to public enployees under this chapter nust
offer each public enployee the option of covering any unmarried
dependent of the enployee under the age of twenty-five regardl ess of
whet her the dependent is enrolled in an educational institution.

(2) Any enpl oyee choosi ng under subsection (1) of this section to
cover a dependent who is: (a) Age twenty through twenty-three and not
a registered student at an accredited secondary school, college,
uni versity, vocational school, or school of nursing; or (b) age twenty-
four, shall be required to pay the full cost of such coverage.

NEW SECTION. Sec. 14. A new section is added to chapter 48.20 RCW
to read as foll ows:

Any disability insurance contract that provides coverage for a
subscri ber's dependent nust offer the option of covering any unmarri ed
dependent wunder the age of twenty-five regardless of whether the
dependent is enrolled in an educational institution.

p. 11 2SSB 5930
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NEW SECTION. Sec. 15. A new section is added to chapter 48.21 RCW
to read as foll ows:

Any group disability insurance contract or blanket disability
i nsurance contract that provides coverage for a participating nenber's
dependent nust offer each participating nenber the option of covering
any unmarried dependent under the age of twenty-five regardl ess of
whet her the dependent is enrolled in an educational institution.

NEW SECTION. Sec. 16. A new section is added to chapter 48.44 RCW
to read as foll ows:

(1) Any individual health care service plan contract that provides
coverage for a subscriber's dependent nust offer the option of covering
any unmarried dependent under the age of twenty-five regardl ess of
whet her the dependent is enrolled in an educational institution.

(2) Any group health care service plan contract that provides
coverage for a participating nenber's dependent nust offer each
participating menber the option of covering any unmarried dependent
under the age of twenty-five regardless of whether the dependent is
enrolled in an educational institution.

NEW SECTION. Sec. 17. A new section is added to chapter 48.46 RCW
to read as foll ows:

(1) Any individual health maintenance agreenent that provides
coverage for a subscriber's dependent nust offer the option of covering
any unmarried dependent under the age of twenty-five regardl ess of
whet her the dependent is enrolled in an educational institution.

(2) Any group health maintenance agreenent that provides coverage
for a participating nenber's dependent nust offer each participating
menber the option of covering any unmarri ed dependent under the age of
twenty-five regardless of whether the dependent is enrolled in an
educational institution.

WASHI NGTON HEALTH | NSURANCE CONNECTOR

NEW SECTION. Sec. 18. A new section is added to chapter 41.05 RCW
to read as foll ows:

(1) The authority, 1in collaboration with an advisory board
establi shed under subsection (3) of this section, shall design a

2SSB 5930 p. 12
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Washi ngton health insurance connector and submt i npl ementi ng
| egi sl ation and supporting information, including funding options, to
the governor and the |egislature by Decenber 1, 2007. The connector
shal | be designed to serve as a statew de, public-private partnership,
of fering maxi mum val ue for Washington state residents, through which
nonl arge group health insurance may be bought and sold. It is the goal
of the connector to:

(a) Ensure that enployees of small busi nesses and ot her individuals
can find affordable health insurance;

(b) Provide a nmechanismfor small businesses to contribute to their
enpl oyees' coverage w thout the admnistrative burden of directly
shoppi ng or contracting for insurance;

(c) Ensure that individuals can access coverage as they change
and/or work in nultiple jobs;

(d) Coordinate with other state agency health insurance assistance
progranms, including the departnment of social and health services
medi cal assi stance prograns and the authority's basic health program
and

(e) Lead the health insurance marketplace in inplenentation of
evi dence- based nedicine, data transparency, prevention and well ness
i ncentives, and outcone-based rei nbursenent.

(2) I'n designing the connector, the authority shall:

(a) Address all operational and governance issues;

(b) Consider best practices in the private and public sectors
regarding, but not limted to, such issues as risk and/or purchasing
pooling, market conpetition drivers, risk selection, and consuner
choi ce and responsibility incentives; and

(c) Address key functions of the connector, including but not
limted to:

(i) Methods for small businesses and their enployees to realize tax
benefits fromtheir financial contributions;

(1i) Options for offering choice anong a broad array of affordable
i nsurance products designed to neet individual needs, including waiving
sone current regulatory requirenents. Options may include a health
savi ngs account/hi gh-deducti ble health plan, a conprehensive health
benefit plan, and other benchmark plans;

(ti1) Benchmarking health insurance products to a reasonable

p. 13 2SSB 5930
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standard to enable individuals to make an informed choice of the
coverage that is right for them

(1v) Aggregating premum contributions for an individual from
mul ti ple sources: Enpl oyers, individuals, philanthropies, and
gover nnent ;

(v) Mechanisnms to collect and distribute workers' enroll nent
informati on and prem um paynents to the health plan of their choice;

(vi) Mechanisnms for spreading health risk widely to support health
i nsurance premuns that are nore affordable;

(vii) Opportunities to reward carriers and consuners whose behavi or
is consistent with quality, efficiency, and evidence-based best
practices;

(viii) Coordination of the transmssion of premum assistance
paynents with the departnent of social and health services for
individuals eligible for the departnent's enpl oyer-sponsored i nsurance

program
(3) The authority shall appoint an advisory board and designate a
chair. Menbers of the advisory board shall receive no conpensation

but shall be reinbursed for expenses under RCW 43. 03. 050 and 43. 03. 060.
Meetings of the board are subject to chapter 42.30 RCW the open public
meetings act, including RCW 42.30.110(1)(l), which authorizes an
executive session during a regular or special neeting to consider
proprietary or confidential nonpublished information.

(4) The authority may enter into contracts to issue, distribute,
and adm nister grants that are necessary or proper to carry out the
requi renents of this section

SUSTAI NABI LI TY AND ACCESS TO PUBLI C PROGRAMS

NEW SECTION. Sec. 19. (1) The departnent of social and health
services shall seek necessary federal waivers and state plan anmendnents
to expand coverage and |everage federal and state resources for the
state's basic health program for the nedical assistance program as
codified at Title XIX of the federal social security act, and the
state's children's health insurance program as codified at Title XXl
of the federal social security act. The departnment shall propose
options including but not limted to:
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(a) Ofering alternative benefit designs to pronmote high quality
care, inprove health outconmes, and encourage cost-effective treatnent
options, including benefit designs that discourage the use of energency
roons for nonenergent care, and redirect savings to finance additional
cover age;

(b) Creation of a health opportunity account denpnstration program
and

(c) Pronoting private health insurance plans and prem um subsi di es
to purchase enpl oyer-sponsored insurance wherever possible, including
f eder al appr oval to expand the departnment's enployer-sponsored
I nsurance pren um assi stance programto enrollees covered through the
state's children's health insurance program

(2) When the departnent of social and health services determ nes
that it is cost-effective to enroll a client and/or his or her
dependents through an enployer-sponsored health plan or any other
health plan offered by a carrier, the carrier shall permt enroll nent
to those otherwise eligible for coverage in the health plan w thout
regard to any open enroll nent season restrictions.

(3) The departnment of social and health services, in collaboration
with the Washington state health care authority, shall ensure that
enroll ees are not sinultaneously enrolled in the state's basic health
program and the nedical assistance program or the state's children's
heal th insurance programto ensure coverage for the maxi num nunber of
people within available funds. Priority enrollnent in the basic health
program shall be given to those who disenrolled from the program in
order to enroll in nedicaid, and subsequently becane ineligible for
medi cai d cover age.

REI NSURANCE

NEW SECTION. Sec. 20. (1) The office of financial managenent, in
col | aboration with the office of the insurance conm ssioner, shall
eval uate and design a state-supported reinsurance program to address
the inpact of high cost enrollees in the individual and small group
health insurance markets, and submt inplenenting |egislation and
supporting information, including financing options, to the governor
and the | egislature by Decenber 1, 2007. |In designing the program the
of fice of financial managenent shall:
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(a) Estimate the quantitative inpact on prem um savings, prem um
stability over tinme and across groups of enrollees, individual and
enpl oyer take-up, nunmber of uninsured, and governnent costs associ ated

with a governnment-funded stop-loss insurance program including
di stingui shing between one-tine premum savings and savings in
subsequent years. In evaluating the various reinsurance nodels,

eval uate and consider (i) the reduction in total health care costs to
the state and private sector, and (ii) the reduction in individua
prem uns paid by enployers, enployees, and individuals;

(b) ldentify all relevant design issues and alternative options for
each issue. At a mnimm the evaluation shall examne (i) a
reinsurance corridor of ten thousand dollars to ninety thousand
dollars, and a reinbursenent of ninety percent; (ii) the inpacts of
providing reinsurance for all small group products or a subset of
products; and (iii) the applicability of a chronic care program like
the approach used by the departnent of |abor and industries with the
centers of occupational health and education. Where quantitative
i npacts cannot be estimated, the office of financial managenent shall
assess qualitative inpacts of design issues and their options,
including potential disincentives for reducing premuns, achieving
prem umstability, sustaining/increasing take-up, decreasing the nunber
of wuninsured, and managi ng governnment's stop-lo0ss insurance costs;

(c) ldentify market and regul atory changes needed to naximnm ze the
chance of the program achieving its policy goals, including how the
program wll relate to other coverage prograns and markets. Desi gn
efforts shall coordinate with other design efforts targeting smal
group prograns that may be directed by the legislature, as well as
ot her approaches exam ning alternatives to managi ng ri sk;

(d) Address conditions under which overall expenditures could
increase as a result of a governnent-funded stop-loss program and
options to mtigate those conditions, such as passive versus aggressive
use of disease and care managenent prograns by insurers;

(e) Evaluate, and quantify where possible, the behavioral responses
of insurers to the program including inpacts on insurer prem uns and
practices for settling |legal disputes around |arge clains; and

(f) Provide alternatives for transitioning fromthe status quo and,
where applicable, alternatives for phasing in sone design elenents,
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such as threshold or corridor levels, to bal ance governnent costs and
prem um savi ngs.

(2) Wthin funds specifically appropriated for this purpose, the
office of financial managenent may contract with actuaries and other
experts as necessary to neet the requirenents of this section.

THE WASHI NGTON STATE HEALTH | NSURANCE POCL

NEW SECTION. Sec. 21. The legislature finds that the Washi ngton
state health insurance pool is a critically inportant insurance option
for people in this state and nust reflect health care provisions based
on the best available evidence and be financially sustainable over
time. The laws governing the Washington state health insurance poo
have been read to preclude the program from nodifying contracts, and
yet coverage needs and options change with tine. Everyone in this
state benefits when the Washington state health insurance pool is nore
af fordabl e and hi gher perform ng. Changes are needed to the WAshi ngton
state health insurance pool to increase affordability, offer quality
and cost-effective benefits, and enhance the governance and operation
of the pool.

Sec. 22. RCW48.41.110 and 2001 ¢ 196 s 4 are each anended to read
as follows:

(1) The pool shall offer one or nore care managenent plans of
cover age. Such plans nmay, but are not required to, include point of
service features that permt participants to receive in-network
benefits or out-of-network benefits subject to differential cost

: —)) The pool may incorporate nmanaged care features
and encourage enrollees to participate in chronic care and disease

managenent and evi dence-based protocols into ((sueh)) existing plans.
(2) The admnistrator shall prepare a brochure outlining the
benefits and exclusions of ((the)) pool ((pebey)) policies in plain
| anguage. After approval by the board, such brochure shall be nade
reasonably available to participants or potential participants.

(3) The health insurance ((peH+ey)) policies issued by the poo
shall pay only reasonable amounts for nedically necessary eligible
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health care services rendered or furnished for the diagnosis or
treatnent of covered illnesses, injuries, and conditions ((whieh—are
not otherwise limted or excluded)). Eligible expenses are the
reasonabl e amounts for the health care services and itens for which
benefits are extended under ((the)) a pool policy. { { Sueh—benebtts

or related ttems:))

(4) The pool shall offer at |least one policy which at a m ninum
includes, but is not limted to, the following services or related
itens:

(a) Hospital services, including charges for the nobst common

sem private room for the nost comon private roomif sem private roons
do not exist in the health care facility, or for the private roomif
medi cally necessary, but limted to a total of one hundred eighty
inpatient days in a calendar year, and |limted to thirty days inpatient
care for nmental and nervous conditions, or alcohol, drug, or chem cal
dependency or abuse per cal endar year;

(b) Professional services including surgery for the treatnent of
injuries, illnesses, or conditions, other than dental, which are
rendered by a health care provider, or at the direction of a health
care provider, by a staff of registered or |icensed practical nurses,
or other health care providers;

(c) The first twenty outpatient professional visits for the
di agnosis or treatnment of one or nore nental or nervous conditions or
al cohol, drug, or chem cal dependency or abuse rendered during a
cal endar year by one or nore physicians, psychol ogists, or community
mental health professionals, or, at the direction of a physician, by
other qualified licensed health care practitioners, in the case of
mental or nervous conditions, and rendered by a state certified
chem cal dependency program approved under chapter 70.96A RCW in the
case of alcohol, drug, or chem cal dependency or abuse;

(d) Drugs and contraceptive devices requiring a prescription;

(e) Services of a skilled nursing facility, excluding custodial and
conval escent care, for not nore than one hundred days in a cal endar
year as prescribed by a physician;

(f) Services of a honme health agency;

(g) Chenotherapy, radioisotope, radiation, and nuclear nedicine
t her apy;

2SSB 5930 p. 18
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(h) Oxygen;

(1) Anesthesia services;

(j) Prostheses, other than dental;

(k) Durable nedical equipnment which has no personal use in the
absence of the condition for which prescri bed;

(1) D agnostic x-rays and | aboratory tests;

(m Oal surgery limted to the follow ng: Fractures of facia
bones; excisions of mandibular joints, |lesions of the nmouth, lip, or
tongue, tunors, or cysts excluding treatnment for tenporomandi bul ar
joints; incision of accessory sinuses, nouth salivary glands or ducts;
di sl ocations of the jaw, plastic reconstruction or repair of traumatic
injuries occurring while covered under the pool; and excision of
i npacted wi sdom t eet h;

(n) Maternity care services;

(o) Services of a physical therapist and services of a speech
t her api st;

(p) Hospice services;

(q) Professional anbulance service to the nearest health care
facility qualified to treat the illness or injury; and

(r) Oher nedical equipnment, services, or supplies required by
physician's orders and nedically necessary and consistent with the
di agnosi s, treatnent, and condition.

((4))) (5) The pool shall offer at | east one policy which closely
adheres to benefits available in the private, individual market.

(6) The board shall design and enpl oy cost contai nment nmeasures and
requi renments such as, but not limted to, care coordination, provider
network |imtations, preadm ssion certification, and concurrent

i npatient review which may nake the pool nore cost-effective.

((5»)) (7)) The pool benefit policy may contain benefit
limtations, excepti ons, and cost shares such as copaynents,
coi nsurance, and deductibles that are consistent with managed care
products, except that differential cost shares may be adopted by the
board for nonnetwork providers under point of service plans. ((Fhe
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£6y)) (8) The pool nmay not reject an individual for health plan
coverage based upon preexisting conditions of the individual or deny,
exclude, or otherwise Iimt coverage for an individual's preexisting
health conditions; except that it shall inpose a six-nonth benefit
wai ting period for preexisting conditions for which medical advice was
given, for which a health care provider recommended or provided
treatnment, or for which a prudent |ayperson woul d have sought advice or
treatnent, within six nonths before the effective date of coverage.
The preexisting condition waiting period shall not apply to prenata
care services. The pool nmay not avoid the requirenents of this section
t hrough the creation of a newrate classification or the nodification
of an existing rate classification. Credit against the waiting period
shall be as provided in subsection ((A)) (9) of this section.

((6H)) (9)(a) Except as provided in (b) of this subsection, the
pool shall credit any preexisting condition waiting period in its plans
for a person who was enrolled at any tinme during the sixty-three day
period i medi ately preceding the date of application for the new pool
pl an. For the person previously enrolled in a group health benefit
pl an, the pool nust credit the aggregate of all periods of preceding
coverage not separated by nore than sixty-three days toward the waiting
period of the new health plan. For the person previously enrolled in
an individual health benefit plan other than a catastrophic health
plan, the pool nust credit the period of coverage the person was
continuously covered under the innmedi ately preceding health plan toward
the waiting period of the new health plan. For the purposes of this
subsection, a preceding health plan includes an enpl oyer-provi ded self-
funded heal th pl an.

(b) The pool shall waive any preexisting condition waiting period
for a person who is an eligible individual as defined in section
2741(b) of the federal health insurance portability and accountability
act of 1996 (42 U.S.C. 300gg-41(b)).

((8))) (10) If an application is nmade for the pool policy as a
result of rejection by a carrier, then the date of application to the
carrier, rather than to the pool, should govern for purposes of
determ ning preexisting condition credit.

(11) The pool shall contract with organi zations that provide care
managenent that has been denonstrated to be effective and shal
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encourage enrollees who are eligible for care managenent services to
partici pate.

Sec. 23. RCW 48.41.160 and 1987 c¢c 431 s 16 are each anended to
read as foll ows:
(1) {((A—pool—poeliey—otfered—under—this—chapter—shall—contatn

NN aV¥ala AN N aVa' NO-O ala a a¥a a ANQA\A a¥a'
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. \_chald . I ‘ . I o 41 _
£2))) Any pool plan shall contain or incorporate by endorsenent a

guarantee of the continuity of coverage of the plan until the day on
which the individual in whose nane the policy is issued first becones
eligible for nedicare coverage. For the purposes of this section, a
plan is "renewed"” when it is continued beyond the earliest date upon
which, at the pool's sole option, the plan could have been terni nated
for other than nonpaynent of prem um The pool may consider the
individual's anniversary date as the renewal date for purposes of
conplying with the provisions of this section.

(2) The guarantee of continuity of coverage required in health
plans shall not prevent the pool from canceling or nonrenewing a health
plan for:

(a) Nonpaynent of prem um

(b) Violation of published policies of the pool;

(c) Covered persons entitled to becone eligible for nedicare
benefits by reason of age who fail to apply for a nedicare suppl enent
plan or nedicare cost, risk, or other plan offered by the pool pursuant
to federal |aws and requl ati ons;

(d) Covered persons who fail to pay any deductible or copaynent
anobunt owed to the pool and not the provider of health care services;
(e) Covered persons conmmtting fraudulent acts as to the pool;

(f) Change or inplenentation of federal or state laws that no
| onger permt the continued offering of such coverage.

(3) The provisions of this section do not apply in the follow ng
cases:
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(a) The pool has zero enrollnent on a product;

(b) The pool replaces a product and the replacenent product is
provided to all covered persons within that class or line of business,
includes all of the services covered under the replaced product, and
does not significantly limt access to the kind of services covered
under the replaced product. The pool may also allow unrestricted
conversion to a fully conparabl e product;

(c) The pool discontinues offering a particular type of health
benefit plan and: (i) The pool provides notice to each individual of
the discontinuation at |least ninety days prior to the date of the
discontinuation; (ii) the pool offers to each individual provided
coverage of this type the option to enroll in any other individua
product for which the individual is otherwise eligible and which is
currently being offered by the pool:; and (iii) in exercising the option
to discontinue coverage of this type and in offering the option of
coverage under (c)(ii) of this subsection, the pool acts uniformy
without regard to any health status-related factor of enrolled
individuals or individuals who may becone eligible for this coverage.

(4) The pool may not change the rates for pool policies except on
a class basis, with a clear disclosure in the policy of the pool's
right to do so.

((3))) (5) A pool policy offered under this chapter shall provide
that, upon the death of the individual in whose nane the policy is
i ssued, every other individual then covered under the policy may el ect,
within a period specified in the policy, to continue coverage under the
same or a different policy.

Sec. 24. RCW48.41.200 and 2000 ¢ 79 s 17 are each anended to read
as follows:

(1) The pool shall determne the standard risk rate by cal cul ating
t he average individual standard rate charged for coverage conparable to
pool coverage by the five largest nenbers, neasured in terns of
i ndi vi dual market enrollnent, offering such coverages in the state. In
the event five nenbers do not offer conparable coverage, the standard
risk rate shall be established using reasonable actuarial techniqgues
and shall reflect anticipated experience and expenses for such coverage
in the individual narket.
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(2) Subject to subsection (3) of this section, maxinmum rates for
pool coverage shall be as follows:

(a) Maximum rates for a pool indemity health plan shall be one
hundred fifty percent of the rate cal cul ated under subsection (1) of
this section;

(b) Maximum rates for a pool care nmanagenent plan shall be one
hundred twenty-five percent of the rate cal cul ated under subsection (1)
of this section; and

(c) Maximumrates for a person eligible for pool coverage pursuant
to RCW 48.41.100(1)(a) who was enrolled at any tine during the sixty-
three day period i mediately prior to the date of application for pool
coverage in a group health benefit plan or an individual health benefit
pl an other than a catastrophic health plan as defined in RCW48. 43. 005,
where such coverage was continuous for at |east eighteen nonths, shal
be:

(i) For a pool indemity health plan, one hundred twenty-five
percent of the rate cal cul ated under subsection (1) of this section
and

(ii) For a pool care managenent plan, one hundred ten percent of
the rate cal cul ated under subsection (1) of this section.

(3)(a) Subject to (b) and (c) of this subsection:

(i) The rate for any person ((aged—F+Hty—to—sixty—Ffour)) whose
current gross famly incone is less than two hundred fifty-one percent
of the federal poverty level shall be reduced by thirty percent from
what it woul d ot herw se be;

(ii) The rate for any person ((aged—F+Hty—to—sixty-—four)) whose
current gross famly inconme is nore than two hundred fifty but |ess
than three hundred one percent of the federal poverty level shall be
reduced by fifteen percent fromwhat it would otherw se be;

(iii) The rate for any person who has been enrolled in the pool for
nore than thirty-six nonths shall be reduced by five percent from what
it would otherw se be.

(b) I'n no event shall the rate for any person be |ess than one
hundred ten percent of the rate cal cul ated under subsection (1) of this
section.

(c) Rate reductions under (a)(i) and (ii) of this subsection shal
be available only to the extent that funds are specifically
appropriated for this purpose in the omibus appropriations act.
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Sec. 25. RCW48.41.037 and 2000 ¢ 79 s 36 are each anmended to read
as follows:
The Washington state health insurance pool account is created in

the custody of the state treasurer. Al receipts from noneys
specifically appropriated to the account mnust be deposited in the
account . Expenditures from this account shall be used to cover

deficits incurred by the Washi ngton state health insurance pool under
this chapter in excess of the threshold established in this section

To the extent funds are available in the account, funds shall be
expended from the account to offset that portion of the deficit that
woul d otherwi se have to be recovered by inposing an assessnment on
menbers in excess of a threshold of seventy cents per insured person

per nonth. The comm ssioner shall authorize expenditures from the
account, to the extent that funds are available in the account, upon
certification by the pool board that assessnents wll exceed the

threshol d | evel established in this section. The account is subject to
the all ot ment procedures under chapter 43.88 RCW but an appropriation
is not required for expenditures.

Whet her the assessnent has reached the threshold of seventy cents
per insured person per nonth shall be determ ned by dividing the total
aggregate anpunt of assessnent by the proportion of total assessed
nmenbers. Thus, stop loss nenbers shall be counted as one-tenth of a
whole nenber in the denom nator given that is the anpunt they are
assessed proportionately relative to a fully insured nedical nenber.

Sec. 26. RCW48.41.100 and 2001 ¢ 196 s 3 are each anended to read
as follows:

(1) The following persons who are residents of this state are
eligible for pool coverage:

(a) Any person who provides evidence of a carrier's decision not to
accept himor her for enrollnment in an individual health benefit plan
as defined in RCW 48. 43. 005 based upon, and within ninety days of the
receipt of, the results of the standard heal th questi onnaire desi gnated
by the board and adm nistered by health carriers under RCW 48. 43. 018;

(b) Any person who continues to be eligible for pool coverage based
upon the results of the standard health questionnaire designated by the
board and adm ni stered by the pool adm nistrator pursuant to subsection
(3) of this section;
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(c) Any person who resides in a county of the state where no
carrier or insurer eligible under chapter 48.15 RCW offers to the
public an individual health benefit plan other than a catastrophic
health plan as defined in RCW48.43.005 at the tinme of application to
t he pool, and who makes direct application to the pool; and

(d) Any nedicare eligible person wupon providing evidence of
rejection for nedical reasons, a requirenent of restrictive riders, an
up-rated premum or a preexisting conditions |imtation on a nedicare
suppl enental insurance policy under chapter 48.66 RCW the effect of
which is to substantially reduce coverage from that received by a
person considered a standard risk by at |east one nenber within six
nmont hs of the date of application.

(2) The follow ng persons are not eligible for coverage by the
pool :

(a) Any person having term nated coverage in the pool unless (i)
twel ve nonths have | apsed since termnation, or (ii) that person can
show conti nuous ot her coverage which has been involuntarily term nated
for any reason other than nonpaynent of prem uns. However, these
excl usions do not apply to eligible individuals as defined in section
2741(b) of the federal health insurance portability and accountability
act of 1996 (42 U.S.C. Sec. 300gg-41(b));

(b) Any person on whose behalf the pool has paid out ((ene)) two
mllion dollars in benefits;

(c) Inmates of public institutions and persons whose benefits are
dupl i cated under public prograns. However, these exclusions do not
apply to eligible individuals as defined in section 2741(b) of the
federal health insurance portability and accountability act of 1996 (42
U S.C. Sec. 300gg-41(b));

(d) Any person who resides in a county of the state where any
carrier or insurer regulated under chapter 48.15 RCW offers to the
public an individual health benefit plan other than a catastrophic
health plan as defined in RCW48.43.005 at the tinme of application to
the pool and who does not qualify for pool coverage based upon the
results of the standard heal th questionnaire, or pursuant to subsection
(1)(d) of this section.

(3) Wien a carrier or insurer regulated under chapter 48.15 RCW
begins to offer an individual health benefit plan in a county where no
carrier had been offering an individual health benefit plan:
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(a) If the health benefit plan offered is other than a catastrophic
health plan as defined in RCW48. 43. 005, any person enrolled in a pool
pl an pursuant to subsection (1)(c) of this section in that county shal
no longer be eligible for coverage under that plan pursuant to
subsection (1)(c) of this section, but may continue to be eligible for
pool coverage based upon the results of the standard health
gquestionnaire designated by the board and adm nistered by the pool
adm ni strator. The pool adm nistrator shall offer to adm nister the
guestionnaire to each person no longer eligible for coverage under
subsection (1)(c) of this section within thirty days of determ ning
that he or she is no |onger eligible;

(b) Losing eligibility for pool coverage under this subsection (3)
does not affect a person's eligibility for pool coverage under
subsection (1)(a), (b), or (d) of this section; and

(c) The pool admnistrator shall provide witten notice to any
person who is no |longer eligible for coverage under a pool plan under
this subsection (3) wthin thirty days of the admnistrator's
determ nation that the person is no longer eligible. The notice shall:
(i) Indicate that coverage under the plan will cease ninety days from
the date that the notice is dated; (ii) describe any other coverage
options, either in or outside of the pool, available to the person;
(ti1) describe the procedures for the admnistration of the standard
health questionnaire to determne the person's continued eligibility
for coverage under subsection (1)(b) of this section; and (iv) describe
the enrol |l ment process for the avail able options outside of the pool.

(4) The board shall ensure that an independent analysis of the
eligibility standards is conducted, with enphasis on those popul ati ons
identified in subsection (2) of this section and the inpacts on the
pool and the state budget. The board shall report the findings to the
| egislature by Decenber 1, 2007.

Sec. 27. RCW48.43.005 and 2006 ¢ 25 s 16 are each anmended to read
as follows:

Unl ess otherwi se specifically provided, the definitions in this
section apply throughout this chapter.

(1) "Adjusted comunity rate" neans the rating nethod used to
establish the premumfor health plans adjusted to reflect actuarially
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denonstrated differences in wutilization or cost attributable to
geographic region, age, famly size, and use of wellness activities.

(2) "Basic health plan" neans the plan described under chapter
70.47 RCW as revised fromtine to tine.

(3) "Basic health plan nodel plan" neans a health plan as required
in RCW 70.47.060(2) (e).

(4) "Basic health plan services" neans that schedule of covered
heal th services, including the description of how those benefits are to
be adm ni stered, that are required to be delivered to an enroll ee under
the basic health plan, as revised fromtine to tine.

(5) "Catastrophic health plan" neans:

(a) In the case of a contract, agreenent, or policy covering a
single enrollee, a health benefit plan requiring a calendar year
deductible of, at a mninmum one thousand ((#+—+e)) seven hundred fifty
dol l ars and an annual out-of-pocket expense required to be paid under
the plan (other than for premuns) for covered benefits of at |east
three thousand five hundred dollars; and

(b) I'n the case of a contract, agreenent, or policy covering nore
than one enrollee, a health benefit plan requiring a cal endar year
deductible of, at a mninmm three thousand five hundred dollars and an
annual out - of - pocket expense required to be paid under the plan (other
than for premuns) for covered benefits of at least ((Hve)) six
t housand ((H—ve—hundred)) dollars; or

(c) Any health benefit plan that provides benefits for hospita
i npati ent and out patient services, professional and prescription drugs
provided in conjunction with such hospital inpatient and outpatient
services, and excludes or substantially limts outpatient physician
services and those services usually provided in an office setting.

(6) "Certification" neans a determ nation by a review organi zati on
that an adm ssion, extension of stay, or other health care service or
procedure has been reviewed and, based on the information provided,
nmeets the clinical requirenents for nedical necessity, appropriateness,
| evel of care, or effectiveness under the auspices of the applicable
heal th benefit plan.

(7) "Concurrent review' neans utilization review conducted during
a patient's hospital stay or course of treatnent.

(8) "Covered person"” or "enrollee" neans a person covered by a
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health plan including an enrollee, subscri ber, pol i cyhol der,
beneficiary of a group plan, or individual covered by any other health
pl an.

(9) "Dependent" neans, at a mninum the enrollee's |egal spouse
and unmarried dependent children who qualify for coverage under the
enrollee's health benefit plan.

(10) "Eligible enpl oyee” neans an enpl oyee who works on a full-tine
basis wth a normal work week of thirty or nore hours. The term
includes a self-enployed individual, including a sole proprietor, a
partner of a partnership, and may include an independent contractor, if
the sel f-enployed individual, sole proprietor, partner, or independent
contractor is included as an enpl oyee under a health benefit plan of a
smal | enpl oyer, but does not work I ess than thirty hours per week and
derives at | east seventy-five percent of his or her incone froma trade
or business through which he or she has attenpted to earn taxable
income and for which he or she has filed the appropriate interna
revenue service form Persons covered under a health benefit plan
pursuant to the consolidated omi bus budget reconciliation act of 1986
shall not be considered eligible enployees for purposes of m ninum
participation requirenents of chapter 265, Laws of 1995.

(11) "Enmergency nedical condition" neans the energent and acute
onset of a synptom or synptons, including severe pain, that would | ead
a prudent |ayperson acting reasonably to believe that a health
condition exists that requires i medi ate nedical attention, if failure
to provide nedical attention would result in serious inpairnment to
bodily functions or serious dysfunction of a bodily organ or part, or
woul d pl ace the person's health in serious jeopardy.

(12) "Energency services" nmeans otherwise covered health care
services nedically necessary to evaluate and treat an energency nedi cal
condition, provided in a hospital energency departnent.

(13) "Enrollee point-of-service cost-sharing"” neans anounts paid to
health carriers directly providing services, health care providers, or
health care facilities by enrollees and nmay include copaynents,
coi nsurance, or deducti bl es.

(14) "Gievance" neans a witten conplaint submtted by or on
behalf of a covered person regarding: (a) Denial of paynent for
nmedi cal services or nonprovision of nedical services included in the
covered person's health benefit plan, or (b) service delivery issues
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ot her than denial of paynent for nedical services or nonprovision of
medi cal services, including dissatisfaction with nedical care, waiting
time for nedical services, provider or staff attitude or deneanor, or
di ssatisfaction with service provided by the health carrier.

(15) "Health care facility" or "facility" means hospices |icensed
under chapter 70.127 RCW hospitals |licensed under chapter 70.41 RCW
rural health care facilities as defined in RCW 70.175. 020, psychiatric
hospitals |icensed under chapter 71.12 RCW nursing honmes |icensed
under chapter 18.51 RCW comunity nmental health centers |icensed under
chapter 71.05 or 71.24 RCW kidney disease treatnment centers |icensed
under chapter 70.41 RCW anbul atory diagnostic, treatnent, or surgical
facilities licensed under chapter 70.41 RCW drug and al cohol treatnent
facilities licensed under chapter 70.96A RCW and hone heal th agencies
licensed under chapter 70.127 RCW and includes such facilities if
owned and operated by a political subdivision or instrunentality of the
state and such other facilities as required by federal Iaw and
i npl enmenting regul ati ons.

(16) "Health care provider"” or "provider" neans:

(a) A person regulated under Title 18 or chapter 70.127 RCW to
practice health or health-related services or otherw se practicing
health care services in this state consistent with state | aw, or

(b) An enployee or agent of a person described in (a) of this
subsection, acting in the course and scope of his or her enploynent.

(17) "Health care service" neans that service offered or provided
by health care facilities and health care providers relating to the
prevention, cure, or treatnment of illness, injury, or disease.

(18) "Health carrier”™ or "carrier" neans a disability insurer
regul ated under chapter 48.20 or 48.21 RCW a health care service
contractor as defined in RCW 48.44.010, or a health nmaintenance
organi zation as defined in RCW48. 46. 020.

(19) "Health plan" or "health benefit plan" neans any policy,
contract, or agreenent offered by a health carrier to provide, arrange,
rei nburse, or pay for health care services except the foll ow ng:

(a) Long-termcare insurance governed by chapter 48.84 RCW

(b) Medicare supplenental health insurance governed by chapter
48. 66 RCW

(c) Coverage supplenental to the coverage provided under chapter
55, Title 10, United States Code;
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(d) Limted health care services offered by limted health care
service contractors in accordance with RCW 48. 44. 035;

(e) Disability incone;

(f) Coverage incidental to a property/casualty liability insurance
policy such as autonobile personal injury protection coverage and
homeowner guest nedi cal ;

(g) Workers' conpensation coverage;

(h) Accident only coverage;

(1) Specified disease and hospital confinenment indemity when
mar keted solely as a supplenent to a health plan;

(j) Enpl oyer-sponsored sel f-funded heal th pl ans;

(k) Dental only and vision only coverage; and

(1) Plans deened by the insurance comm ssioner to have a short-term
[imted purpose or duration, or to be a student-only plan that is
guar anteed renewabl e while the covered person is enrolled as a regul ar
full-time undergraduate or graduate student at an accredited higher
education institution, after a witten request for such classification
by the carrier and subsequent witten approval by the insurance
conm ssi oner.

(20) "Material nodification" neans a change in the actuarial val ue
of the health plan as nodified of nore than five percent but |ess than
fifteen percent.

(21) "Preexisting condition" neans any nedical condition, illness,
or injury that existed any tine prior to the effective date of
cover age.

(22) "Prem unmt nmeans all sunms charged, received, or deposited by a
health carrier as consideration for a health plan or the conti nuance of

a health plan. Any assessnent or any “"nenbership,"” "policy,"
"contract," "service," or simlar fee or charge made by a health
carrier in consideration for a health plan is deened part of the
premum "Prem unt shall not include amobunts paid as enroll ee point-

of - servi ce cost-shari ng.

(23) "Review organization" nmeans a disability insurer regulated
under chapter 48.20 or 48.21 RCW health care service contractor as
defined in RCW48. 44. 010, or health nai ntenance organi zati on as defi ned
in RCW48.46. 020, and entities affiliated with, under contract with, or
acting on behalf of a health carrier to performa utilization review
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(24) "Small enployer” or "small group"” neans any person, firm
corporation, partnership, association, political subdivision, sole
proprietor, or self-enployed individual that is actively engaged in
busi ness that, on at least fifty percent of its working days during the
precedi ng cal endar quarter, enployed at |least two but no nore than
fifty eligible enployees, with a normal work week of thirty or nore
hours, the majority of whomwere enployed within this state, and is not
formed primarily for purposes of buying health insurance and in which
a bona fide enpl oyer-enpl oyee relationship exists. In determning the
nunber of eligible enployees, conpanies that are affiliated conpani es,
or that are eligible to file a conbined tax return for purposes of
taxation by this state, shall be considered an enpl oyer. Subsequent to
the issuance of a health plan to a snmall enployer and for the purpose
of determining eligibility, the size of a small enployer shall be
determ ned annually. Except as otherwi se specifically provided, a
smal | enpl oyer shall continue to be considered a small enpl oyer until
the plan anniversary following the date the small enployer no |onger
nmeets the requirenents of this definition. A self-enployed individua
or sole proprietor nust derive at |east seventy-five percent of his or
her income from a trade or business through which the individual or
sole proprietor has attenpted to earn taxable inconme and for which he
or she has filed the appropriate internal revenue service form 1040
schedule C or F, for the previous taxable year except for a self-
enpl oyed individual or sole proprietor in an agricultural trade or
busi ness, who nust derive at |east fifty-one percent of his or her
incone fromthe trade or business through which the individual or sole
proprietor has attenpted to earn taxable incone and for which he or she
has filed the appropriate internal revenue service form 1040, for the
previ ous taxable year. A self-enployed individual or sole proprietor
who is covered as a group of one on the day prior to June 10, 2004,
shall also be considered a "small enployer” to the extent that
i ndi vidual or group of one is entitled to have his or her coverage
renewed as provided in RCW 48. 43. 035(6).

(25) "Uilization review' neans the prospective, concurrent, or
retrospective assessnent of the necessity and appropriateness of the
allocation of health care resources and services of a provider or
facility, given or proposed to be given to an enrollee or group of
enrol | ees.
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(26) "Wellness activity" means an explicit programof an activity
consistent wth departnment of health guidelines, such as, snoking
cessation, injury and acci dent prevention, reduction of alcohol m suse,
appropriate weight reduction, exercise, autonobile and notorcycle
safety, blood cholesterol reduction, and nutrition education for the
pur pose of inproving enrollee health status and reducing health service
costs.

Sec. 28. RCW 48.41.190 and 1989 c¢ 121 s 10 are each anended to
read as foll ows:

Nei t her the participation by nenbers, the establishnent of rates,
forms, or procedures for coverages issued by the pool, nor any other
joint or collective action required by this chapter or the state of
Washi ngton shall be the basis of any legal action, civil or crimna
l[iability or penalty against the pool, any nenber of the board of
directors, or nenbers of the pool either jointly or separately. The
pool, nenbers of the pool, board directors of the pool, officers of the
pool, enployees of the pool, the conmm ssioner, the conmm ssioner's
representatives, and the conm ssioner's enployees shall not be civilly
or crimnally liable and shall not have any penalty or cause of action
of any nature arise against them for any action taken or not taken,
including any discretionary decision or failure to nake a discretionary
deci sion, when the action or inaction is done in good faith and in the
performance of the powers and duties under this chapter. Nothing in
this section prohibits legal actions against the pool to enforce the
pool's statutory or contractual duties or obligations.

Sec. 29. RCW41.05.075 and 2006 ¢ 103 s 3 are each anended to read
as follows:

(1) The adm nistrator shall provide benefit plans designed by the
board through a contract or contracts with insuring entities, through
sel f-fundi ng, self-insurance, or other nethods of providing insurance
coverage aut horized by RCW 41. 05. 140.

(2) The adm nistrator shall establish a contract bidding process
t hat :

(a) Encourages conpetition anong insuring entities;

(b) Miintains an equitable relationship between prem uns charged
for simlar benefits and between risk pools including premuns charged
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for retired state and school district enpl oyees under the separate risk
pool s established by RCW 41.05.022 and 41.05.080 such that insuring
entities may not avoid risk when establishing the premum rates for
retirees eligible for nedicare;

(c) Istinmely to the state budgetary process; and

(d) Sets conditions for awarding contracts to any insuring entity.

(3) The adm nistrator shall establish a requirenment for review of
utilization and financial data fromparticipating insuring entities on
a quarterly basis.

(4) The adm nistrator shall centralize the enrollnment files for al
enpl oyee and retired or disabled school enployee health plans offered
under chapter 41.05 RCW and devel op enrol | ment denographics on a pl an-
speci fi c basis.

(5) Al claims data shall be the property of the state. The
adm nistrator may require of any insuring entity that submts a bid to

contract for coverage all information deened necessary i ncl uding:
(a) Subscriber or nmenber denographic and clains data necessary for
ri sk assessnent and adjustnent calculations in order to fulfill the

admnistrator's duties as set forth in this chapter; and

(b) Subscriber or nenber denographic and clains data necessary to
i npl ement performance neasures or financial incentives related to
performance under subsection (7) of this section.

(6) Al contracts with insuring entities for the provision of
health care benefits shall provide that the beneficiaries of such
benefit plans may use on an equal participation basis the services of
practitioners licensed pursuant to chapters 18.22, 18.25, 18.32, 18.53,
18.57, 18.71, 18.74, 18.83, and 18.79 RCW as it applies to registered
nurses and advanced regi stered nurse practitioners. However, nothing
in this subsection may preclude the adm nistrator from establishing
appropriate utilization controls approved pursuant to RCW41. 05. 065(2)
(a), (b), and (d).

(7) The admnistrator shall, in collaboration with other state
agencies that adm ni ster state purchased health care prograns, private
health care purchasers, health <care facilities, providers, and
carriers:

(a) Use evidence-based nedicine principles to develop common
performance neasures and inplenent financial incentives in contracts
with insuring entities, health care facilities, and providers that:
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(1) Reward inprovenents in health outcones for individuals wth
chronic diseases, increased utilization of appropriate preventive
heal th services, and reductions in nmedical errors; and

(i1) Increase, through appropriate incentives to insuring entities,
health care facilities, and providers, the adoption and use of
information technology that contributes to inproved health outcones,
better coordination of care, and decreased nedical errors;

(b) Through state health purchasing, reinbursenent, or pilot
strategies, pronote and increase the adoption of health information
technol ogy systens, including electronic nedical records, by hospitals
as defined in RCW 70.41.020(4), integrated delivery systens, and
provi ders that:

(i) Facilitate diagnosis or treatnent;

(11) Reduce unnecessary duplication of nedical tests;

(1i1) Pronote efficient electronic physician order entry;

(iv) Increase access to health information for consuners and their
provi ders; and

(v) Inprove health outcones;

(c) Coordinate a strategy for the adoption of health information
technol ogy systens using the final health information technol ogy report
and recommendati ons devel oped under chapter 261, Laws of 2005.

(8) The admnistrator nmay permt the Washington state health
i nsurance pool to contract to utilize any network maintained by the
authority or any network under contract with the authority.

STRENGTHEN THE PUBLI C HEALTH SYSTEM

NEW SECTION. Sec. 30. A new section is added to chapter 43.70 RCW
to read as foll ows:

(1) By Decenber 31, 2007, within funds specifically appropriated
therefor, the departnent shall award basic, noncategorical state public
health funding to local public health jurisdictions through an annual
contract which is based on performance neasures for public health
i nprovenent, and which requires regular reporting to denonstrate
progress toward neeting perfornmance goals. This shall include |oca
capacity devel opnent funds and any additional funds approved by the
| egi sl ature to strengthen the public health system
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The departnment shall require the local health jurisdiction to
regul arly docunent conpliance with contract requirenents, and shal
report to the legislature every two years on progress toward achi evi ng
public health inprovenent goals with funds provided for this purpose.

(2) Each contract wth a local public health jurisdiction shall
require reports of data on specific local public health indicators
published in the nost recent public health inprovenent plan, and a
record of efforts to protect and inprove the health of people in each
|l ocal jurisdiction. To establish a basis for judging progress toward
heal t h goal s:

(a) The local public health jurisdiction shall report data to
docunent trends in protecting and inproving public health using the
| ocal public health indicators;

(b) The departnment shall assist in assuring that needed data can be
obtai ned at the county or local jurisdiction |evel;

(c) Technical assistance and information about evidence-based
practice shall be provided to local jurisdictions through the efforts
of the departnent; and

(d) The departnment shall routinely publish information on
successful practices so that all local jurisdictions have information
to inprove effectiveness.

(3) To qualify for state funding under this section, |ocal health
jurisdictions nust participate in denonstrating basic capacity to
perform expected functions described in Standards for Public Health and
published in the public health services inprovenment plan under RCW
43.70. 520:

(a) The Standards for Public Health shall serve as the basic
framework for evaluating each local health jurisdiction's ability to
meet m ni num expectations to performpublic health functions;

(b) A neasurenent of every local jurisdiction shall be conducted no
| ess than every third year;

(c) The departnent shall participate in the standards neasurenent
process so that state-level support of the public health system is
denonstrat ed; and

(d) Each local jurisdiction shall develop a quality inprovenent
pl an to use standards nmeasurenent results to inprove capacity to neet
public health standards prior to the next nmeasurenent cycle.
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PREVENTI ON AND HEALTH PROMOTI ON

NEW SECTI ON. Sec. 31. The Washington state health care authority,
t he departnent of social and health services, the departnent of |abor
and industries, and the departnment of health shall, by Septenber 1,
2007, develop a five-year plan to integrate disease and accident
prevention and health pronotion into state health prograns by:

(1) Structuring benefits and reinbursenents to pronote healthy
choi ces and di sease and acci dent prevention;

(2) Requiring enrollees in state health prograns to conplete a
heal th assessnent, and providing appropriate follow up;

(3) Reinbursing for cost-effective prevention activities; and

(4) Developing prevention and health pronotion contracting
standards for state prograns that contract with health carriers.

The plan shall identify any existing barriers and opportunities to
support inplenentation, including needed changes to state or federa
law, and be submtted to the governor and the legislature upon
conpl eti on. The agencies shall include health insurance carriers in
t he devel opnent of the plan.

Sec. 32. RCW41.05.540 and 2005 ¢ 360 s 8 are each anended to read
as follows:

(1) The health care authority, in coordination wth ((the
departwent—ot—personnel-)) the departnment of health, health plans
participating in public enployees' benefits board prograns, and the
Uni versity of Washington's center for health pronotion, ((my——ereate—a

a a a¥a a¥a aaa aVasala
\/ waw,

) )
shall establish and naintain a state enpl oyee health program focused on
reducing the health risks of state enpl oyees, dependents, and retirees
enrolled in the public enployees' benefits board. The program shal
use public and private sector best practices to achieve goals of
neasurable health outcones, neasurable productivity inprovenents,
positive inpact on the cost of nedical care, and positive return on
i hvest nent .
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(2) The state enployee health program shall

(a) Provide technical assistance and other services as needed to
wellness staff in all state agencies and institutions of higher
educat i on;

(b) Develop effective comuni cation tools and ongoing training for
wel | ness staff;

(c) Contract with outside vendors for evaluation of program goals;

(d) Strongly encourage the w despread conpletion of online health
assessnent tools for all state enployees, dependents, and retirees
The health assessnent tool nust be voluntary and confidential. Health
assessnent data and clains data shall be used to:

(i) Engage state agencies and institutions of higher education in
providing evidence-based prograns targeted at reducing identified
health risks;

(ii) @ide contracting with third-party vendors to inplenent
behavi or change tools for targeted high-risk popul ations; and

(iii) Guide the benefit structure for state enployees, dependents,
and retirees to include covered services and nedications known to
manage and reduce health ri sks.

(3) The health care authority shall report to the legislature in
Decenber 2008, 2009, and 2010 on outcone goals for the enployee health

program

NEW SECTION. Sec. 33. A new section is added to chapter 41.05 RCW
to read as foll ows:

(1) The health care authority through the state enployee health
program shall create a state enployee health denonstration project in

four state agencies: The departnent of health, departnment of
personnel , departnent of natural resources, and departnent of |abor and
i ndustri es. Denonstration project agencies shall operate enployee

health prograns for their enployees in collaboration with the state
enpl oyee health program Agency denonstration project enployee health
programns:

(a) Shall include but are not |limted to the followng key
el ements: CQutreach to all staff with efforts nmade to reach the | argest
percent age of enployees possible; awareness-building information that
pronotes health; notivational opportunities that encourage enpl oyees to
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i nprove their health; behavior change opportunities that denonstrate
and support behavior change; and tools to i nprove enpl oyee health care
deci si ons;

(b) Must have wellness staff with direct accountability to agency
seni or managenent;

(c) Shall initiate and maintain enployee health prograns using
current and energing best practices in the field of health pronotion;

(d) May offer enployees such incentives as cash for conpleting
health risk assessnents, free preventive screenings, training in
behavi or change tools, inproved nutritional standards on agency
canpuses, bi ke racks, wal king maps, on-site wei ght reduction prograns,
and regul ar comuni cation to pronote personal health awareness.

(2) The state enployee health program shall evaluate each of the
four prograns separately and conpare outcones for each of themwth the
entire state enployee population to assess effectiveness of the
pr ogr ans. Specifically, the program shall neasure at |east the
foll owi ng outcones in the denonstration popul ation: The reduction in
the percent of the population that is overweight or obese, the
reduction in risk factors related to diabetes, the reduction in risk
factors related to absenteeism the reduction in tobacco consunption,
and the increase in appropriate use of preventive health services. The
state enployee health program shall report to the legislature in
Decenber 2008, 2009, and 2010 on the denonstration project.

(3) This section expires June 30, 2011.

NEW SECTION. Sec. 34. Subheadings used in this act are not any
part of the | aw

NEW SECTION. Sec. 35. Sections 13 through 17 of this act take
ef fect January 1, 2008.

NEW SECTION. Sec. 36. If specific funding for the purposes of the
follow ng sections of this act, referencing the section of this act by
bill or chapter nunmber and section nunber, is not provided by June 30,
2007, in the ommi bus appropriations act, the section is null and void:

(1) Section 8 of this act (Washington state quality forum;

(2) Section 9 of this act (health records banking pilot project);

(3) Section 18 of this act (health insurance connector); and
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(4) Section 33 of this act (state enployee health denonstration

proj ect).

NEW SECTION. Sec. 37. Sections 21 through 29 of this act are

necessary for
or safety, or
institutions,

the i medi ate preservation of the public peace, health,
support of the state governnent and its existing public
and take effect imrediately.

~-- END ---
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